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of the currency and for ultimately bringing about stabilization.
On the ist July the note issues of the Bank of Naples and the
Bank of Sicily were taken over by the Bank of Italy, which was
made the sole bank of issue. In August Signor Mussolini
announced that a stringent policy of deflation by withdrawing
notes from circulation would forthwith be adopted. This was
carried out steadily from that period until the end of 1927 by a
gradual reduction of the Bank of Italy's commercial discounts
and advances. The budget was balanced and, indeed, for two
years showed a substantial surplus. The external and internal
value of the lira steadily rose, but the rise was accompanied by
the inevitable trade depression and fall of stock market securi-
ties which prompted many people to ask for an announcement
as to how far the policy would be carried.

By early December 1927 the lira was quoted at less than 90
to the pound sterling. On the aist December it was announced
without warning that the lira would forthwith be made con-
vertible into gold or gold currencies at a rate which made 19
lire exactly equal to the United States dollar, the sterling rate
being 92-46 to the pound. A large reserve of dollars had been
accumulated and, although the notes of the Bank of Italy were
made convertible into gold bars or bills upon gold-standard
countries, the conditions laid down were such as to secure that
the value of the unit would be regulated rather through the
exchange with New York than through the purchase and sale
of gold.

Restoration of the international gold standard

Belgium stabilized her franc at 175 to the pound during the
latter part of 1926 and restored convertibility into gold at that
rate in 1927. Holland returned to the gold standard on the
same day as Great Britain in May 1925. Sweden had already
done so, Denmark followed shortly afterwards, and Norway
during 1926. Czechoslovakia found itself on secession from
Austria with a unit depreciated to about one-fourth its original
value. During its first four years of separate existence the Czech
crown suffered from violent fluctuations, but during 1922 and